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ABSTRACT 
     
This study attempts to identify the different types of risk embedded in the sukuk 
structure and to determine the relationship between the risks and the returns of sukuk. 
Data were collected from seven groups of the sukuk market from 2005 to 2013 on a 
periodic monthly basis and analyzed using correlation analysis and multi-regressions 
analysis. The test results confirm the significant influence of market risk, credit risk, 
operational risk and liquidity risk on the sukuk returns in different ways. The results 
of the analysis on the basis of maturity indicate that the longer the period of maturity 
the higher is the risk exposure. The results of the analysis on the rating indicate that 
the impact of risk is very high on lower- rated sukuk. The sectorial- based analysis 
indicate that the corporate sukuk return is highly exposed to risk compared to other 
sectors. Analysis on the Gulf countries’ sukuk market indicates that the corporate 
sector is more exposed to risk than the financial sector. The analysis of risk impact on 
the basis of selected country indicates that Bahrain’s sukuk market is highly exposed 
to risk when compared to the sukuk markets of the UAE and Malaysia. Although, 
there are some limitations, the findings pave ways for a number of recommendations, 
among others are; maintaining inflation- rate risk at an optimal level, hedging their 
interest- rate risk with Libor, replacing the conventional interest rate with the Libor 
rate, using a common currency in the Gulf region, forming a risk- steering committee 
to monitor and mitigate risk, formulating a common shari’ah board at the international 
level, and taking necessary measures to provide a conducive environment to promote 
secondary markets for sukuk.  
Key word: market, performance, return, risk, sukuk. 
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ABSTRAK 
     
 
Kajian ini cuba mengenal pasti pelbagai jenis risiko dalam struktur sukuk dan 
menentukan hubungan antara risiko dan pulangan sukuk. Data bulanan telah 
dikumpulkan daripada tujuh pangkalan data dari tahun 2005 sehingga 2013 secara 
berkalamenggunakan  analisis korelasi dan regrasi berganda. Hasil ujian mengesahkan 
risiko pasaran, risiko kredit, risiko operasi dan risiko kecairan mempunyai kesan yang 
signifikan ke atas pulangan sukuk. Analisis menggambarkan  bahawa risiko memberi 
kesan yang berbeza kepada pulangan sukuk global. Hasil analisis berdasarkan 
kematangan menunjukkan bahawa pasaran sukuk bertempoh matang yang lebih 
panjang lebih terdedah kepada risiko. Hasil analisis berdasarkan penarafan juga 
menunjukkan bahawa kesan risiko adalah lebih tinggi ke atas pulangan sukuk 
berkadar rendah (lower-rated). Hasil analisis berasaskan sektor menunjukkan 
pulangan sukuk korporat lebih terdedah kepada risiko berbanding sektor-sektor lain. 
Analisis sukuk di negara-negara Teluk menunjukkan bahawa sektor korporat lebih 
terdedah kepada risiko berbanding sektor kewangan. Analisis kesan risiko bagi 
negara-negara terpilih menunjukkan bahawa pasaran sukuk di Bahrain lebih terdedah 
kepada risiko berbanding pasaran sukuk di UAE dan di Malaysia. Walaupun terdapat 
kekangangan, wujud beberapa implikasi dapatan kajian, antaranya pengekalan risiko 
kadar inflasi pada tahap optimum, perlindungan nilai risiko kadar faedah dengan 
Libor, penggantian kadar faedah konvensional dengan kadar Libor, penggunaan mata 
wang yang sama di negara-negara Teluk, pembentukan jawatankuasa pemandu 
berkenaan risiko untuk memantau dan mengurangkan risiko, pembentukan satu 
lembaga syariah umum di peringkat antarabangsa, dan penyediaan persekitaran yang 
kondusif bagi menggalakkan pasaran sekunder untuk sukuk. 
 
Kata kunci: pasaran, prestasi, pulangan, risiko, sukuk. 
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CHAPTER ONE 
INTRODUCTION 
1.1   Introduction 
The first chapter provides the introduction of this thesis. Section 1.2 presents the 
background of a study which explains the importance of Islamic financial markets and 
its growth and the global evolution of sukuk market and its related problems. Section 
1.3 presents problem statement of this study based on supporting previous empirical 
evidences. Research question and research objectives are provided in Section 1.4 and 
Section 1.5 respectively. Then, the significances of the study in several ways are 
discussed in Section 1.6. Finally, section 1.7 covers the scope and limitations of this 
study are also included in this chapter.  
1.2   Background of Research 
The Islamic financial market is fast growing and expanding despite the recent 
financial crisis that swept through the global financial market. In the past, even 
Muslim countries were reluctant to accept Islamic finance, but, now the situation has 
changed (Oakley, 2009).  
 
According to SESRIC
1
, the 57 Muslim countries are growing at a higher rate than the 
rest of the country in the World. As these countries grow and modernize, banking and 
financial sector will grow as well, but in line with the Islamic principles. Woodruff 
(2007) reported that major financial centers around the world have also adopted the 
Islamic financial system. They are in competition among them to accommodate 
1. Organization of Islamic cooperation (OIC) has a subsidiary of the statistical, economic and social 
research and training center for Islamic countries (SESRIC) that has started its work in Tripoli in 1977 
and Ankara 1978. 
The contents of 
the thesis is for 
internal user 
only 
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